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The paper focuses on the evolution of the European Union relationship with 
Russia in the context of the 2004/2007 enlargements, after which, the former 
became the largest neighbour of the EU. Considered as strategic partners, the 
European Union and Russia are currently interacting on a huge agenda of com-
mon interests and concerns, among which oil and other petroleum related products 
represent a significant issue.  
The analysis covers the peculiarities of previous and current economic and politi-
cal developments of both sides influencing their relationship, mostly from the point 
of view of the oil industry. Of particular relevance to the issue is considered to be 
the percentage of the imports and exports of crude oil between the European Un-
ion and Russia. The paper analyzes the situation from a strategic perspective, 
with a focus on latest developments on the global oil market caused by the sup-
plies of the US and OPEC. 
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After  the  2004/2007  enlargements,  Russia  has  became  the  largest 
neighbour of the EU and it is now bordering five EU member coun-
tries (Finland, Estonia, Latvia, Lithuania and Poland). Russia is now a 
“strategic” partner for the EU but also an independent player and 
sometimes  an  unpredictable  one,  both  parts  interacting  on  a  huge 
agenda of common interests and concerns. Relationship between EU 
and Russia has been and is strongly influenced by the peculiarities of 
previous and current economic and political developments of both 
sides. Therefore, while the EU has been progressing from an eco-
nomic cooperation towards a political union, Russia has been progres-
sively moved from a centralised and authoritarian regime to a democ-
ratic system. However, at the moment, both partners, which are major 
players in the world economy and, especially on the European conti-
nent, must intensify the political dialogue in the interest of political 
stability, lasting security and economic prosperity in the whole region, 
since significant obstacles remain on the way to deeper cooperation.  
Some authors
1, considers that “the main factor that prevents Moscow 
and Brussels from overcoming the ambiguity and the crisis of confi-
dence in their mutual relation is the lack of a long-term strategic vi-
sion”. This relation might remain uncertain despite a well-developed 
system of bilateral ties at different levels, from Partnership and Coop-
eration Agreement to European Neighbourhood Policy. 
           t                   t            t 
The first important legal instrument between Russia and EU is the 
   t                   t            t (PCA), which was signed 
by President Yeltsin in Corfu on 24 June 1994
2.  The PCA was con-
                     
1 CEPS Working Documents, No.25, July 2005 
2 PCA entered into force only in 1997 because of the Union’s protest over Russia’s handling of 
the Chechen situation. The Romanian Economic Journal 
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cluded for a period of 10 years with the possibility of automatic exten-
sion beyond 2007 on an annual basis.  
The Agreement is based upon the following principle and objectives: 
promotion of international peace and security, support for democratic 
norms as well as for political and economic freedoms and cover a 
wide range of policy areas including political dialogue, economic co-
operation,  cultural  cooperation,  energy  cooperation  in  nuclear  and 
space technology, prevention of illegal activities. 
The PCA has established a complex    t t t       t   t    for regu-
lar consultations as follows: 
￿  At the top executive level, summits of the Russia President, the 
President  of  the  Council  and  of  the  Commission  take  place 
twice a year, at summits held in Russia and EU territory, in or-
der to define the strategic direction for the development of the 
EU-Russia relations; 
￿  At Ministerial level, members of the Council and Commission, 
representing the EU, meet with members of Russian Govern-
ment in the Permanent Partnership Council (PPC). PPCs have 
so far been held with the participation of Foreign Ministers, 
Justice and Home Affairs, Energy, Transport and Environment 
Ministers. These meetings take place at last once a year; 
￿  At senior officials and expert level. The Cooperation Committee is 
made up of experts assisting the higher level group; 
￿  At parliamentarian level. The Parliamentary Cooperation Commit-
tee is made of parliamentarians of both sides. 
￿  Since 2005, regular consultations on human rights are organ-
ised.  
    t              takes place at regular Foreign Ministers meetings, 
at meetings of senior EU officials with their counterparts, monthly 
meetings of Russian Ambassador to the EU with the troika of the Po-The Romanian Economic Journal 
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litical and Security Committee and at expert level, on a wide range of 
international issues. 
Since the entry into force of the PCA in 1997, the EU and Russia have 
concluded several limited    t             t  such us agreements 
on trade in textiles, steel and nuclear materials, as well as other agree-
ments, for instance, the agreement between Russia and Europol or 
Science and Technology agreements.  Moreover, the EU and Russia 
have agreed on a series of joint initiatives in recent years, covering a 
broad range of areas including organized crime, non-proliferation and 
nuclear disarmaments, higher education, civil protection, human rights 
and transport. 
                                     
The  last  European  Union  enlargement  wave,  called  the  «big-bang» 
enlargement, fundamentally changed the geopolitical context in Europe. 
Consequently, aware of and interested in increasing its role on the ex-
ternal level, the European Union initiated a more and more coherent 
process of regional cooperation and openness within its geographic 
proximity, defined by three interest areas: Central and Eastern Europe, 
the Western Balkans and the Mediterranean Sea. The common ele-
ments of the different regional approaches were the following: peace, 
stability, promotion of shared values (especially democracy and fun-
damental liberties), commercial development and integration. 
The European Neighbourhood Policy presently includes 17 countries 
that can be grouped in t                     : the Mediterranean 
Region (       t    ), Eastern Europe (      t    ) and Southern 
Caucasus (      t    ).        t                 geographically 
linked by the EU, includes the so-called         t             
  t  t t    –                               The regional pro-
grammes  developed  under  the  European  Neighbourhood  Policy 
(ENP) and covering the Eastern Europe, Southern Caucasus and Cen-
tral Asia, intend to encourage regional cooperation by financing pro-The Romanian Economic Journal 
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jects in many areas such as transport, energy, trade, environment, bor-
der management, migration, fight against organized crime, etc.  
The relations are mainly bilateral, through    t                    
t            t       , which as we have already underlined, are 
based on respecting the democratic principles and the human rights 
and set the legal frame for the economic, political and commercial re-
lations between the EU and the partner countries.  There are also co-
operation measures in the field of justice and internal affairs (especially 
illegal activity prevention, drug traffic and money laundering control), 
environment, science and culture.  
Practically speaking, Russia takes part in the ENP only through asso-
ciation and not as a state directly affected by this new policy. The bi-
lateral relations take place parallel to the neighbourhood policy, but 
separately and the joining elements are provided by the objective simi-
larity and the common financing through the ENPI. The situation is 
mainly the result of the issues raised by the EU influence in the area, 
leading  to a dynamics of the  EU-Russia  relations based on certain 
procedures and mechanisms different form those adopted within the 
relations with other countries of the ENP. 
The relationship with Russia, the Union’s most important partner in 
its Eastern neighbourhood, develops within the strategic partnership 
concerning the creation of four “             ”, a concept which 
was agreed by Russia and EU and adopted at St. Petersburg Summit, 
in May 2003. The four common spaces are the following   
￿  an economic area (including special provisions concerning envi-
ronment and energy);  
￿  a common space of liberty, security and justice;  
￿  a cooperation area in the security field and  
￿  an area of research, education and culture.   
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According to the EC Country Strategy Paper 2007-2013, Russia in-
volvement in ENP has been disappointing because Russia did not ap-
preciate to be treated in the same manner with smaller, neighbour-
hood countries. However, it is anticipated that the establishment of 
the Common Spaces might reduce Russian hesitations and determine 




                                   t    
The President Putin’s 2003 goal was that Russia continued its strong 
economic growth and to double the GDP in the following ten years, 
by attracting  new  technologies, diversifying  the economic  base  and 
developing  the  production  of  high-value  and  knowledge  intensive 
goods and services. 
Therefore, it is not accidentally that in the last years, Russia has ex-
perienced a strong reversal of its traditional capital outflows since the 
foreign direct investment (FDI) has more than doubled between 2005 
and 2006, from USD 14.6 billion to around 30 billion
2.  
Trade and economic cooperation are at the centre of the EU-Russia 
relationship, even if, this relationship is an       t    one. Thus, ac-
cording to 2005 data, the EU’s share in Russia’s export was 56% and 
its share in the country’s import was 44.8%. On the other hand, the 
Russia’s share in EU’s export and import was only 6.2% and respec-
tively 10.1%.  
At the same time, it is not less significant that the EU has received 
two-third of Russia’s oil and gas exports. While in 1999, 21% of the oil 
and 41% of the gas used in the Union came from Russia, these figures 
                     
1 Country Strategy Paper, 2007-2013, Russia Federation 
2 On the other hand, the FDI yearly inflows are now higher than 3% GDP. However, even the 
investment
2 share of GDP is now roughly at the OECD average, its level of 22% is rather low 
compared with other emerging economies like China. The Romanian Economic Journal 
 
Year X, no. 25 bis                                                                November 2007 
139 
have grown with the accession of the new member states (that rely on 
Russian energy to a great extent). 
Russian exports are heavily dominated by energy and raw materials, 
due to both the internal structure of the Russian economy and the fact 
that manufactured  products  are  often  of  a  lower quality  compared 
with  EU  goods  and  thus  having  difficulties  in  competing  on  the 
European market. Moreover, those areas where Russia might be able 
to compete, for example in agriculture, are still highly protected such 
as the Common Agricultural Policy. On the other hand, the Russian 
market is still perceived as being too bureaucratic and state interven-
tions noticeable and falsifying the market economy’s framework.   
There is a strong mutual interest in a closer           t        be-
tween EU and Russia. Consequently, the EU Energy Commissioner 
Andris Piebalgs, at the International Energy Week, Moscow, October 
2006, said that “in the energy sector, Russia needs Europe as much as 
Europe needs Russia. The energy that Europe buys from Russia has 
been one of the key factors in Russia’s economic revival and stable 
flows of reasonably priced energy has been an important motor for 
Europe’s economic growth. In the energy sector, in other words, we 
are reinforcing each other”. 
Given the substantial common interest in energy field, the           
                was launched in 2000, providing opportunities at 
both the political and expert level to foster cooperation and solve the 
key problems. Among the issues discussed there are aspects concern-
ing barriers to investments in terms of transparency, reciprocity and 
protection of investors in the energy sector, as well as cooperation on 
new technologies and infrastructure projects. Special attention would 
be paid to energy efficiency and energy saving
1. 
 
                     
1 According to International Energy Agency (IEA) data, energy efficiency per GDP in Russia is 
still 2.5 times lower than in the OCDE countries. The Romanian Economic Journal 
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                       t      t     t                      
       
Financial cooperation with Russia began in the            , under the 
               , which aimed to help smooth Russia’s transition 
to democracy and market economy. Since 1991, well over €2.7 billion 
of  assistance
1  were  provided  through  the  European  Commission. 
Given  the  latest  positive  economic  evolutions,  the  need  for  such 
broad assistance has considerably diminished and financial coopera-
tion is now focused to meet objectives defined in the road maps to the 
Common Spaces.  
Priorities for cooperation, as described above, are set out in the na-
tional,  regional  and  cross-border  indicative  programmes  for  2007-
2010, approved by the EU member states and agreed with the Russian 
Government. These kind of programmes set out the amount of alloca-
tions for cooperation with Russian federal authorities and/or with the 
countries in the regions but also for the cooperation between local au-
thorities on either side of Russia-EU border. 
Thus, up to €60 million per year will be available to foster the EU-
Russia relationship in the next three years, focusing mainly on the four 
Common Spaces and supporting some Russian regions (the Barents, 
Baltic  and  Black  Seas  Programmes,  Karelia,  South-East 
Finland/Russia,  Estonia/Latvia/Russia  and  Lithua-
nia/Poland/Russia). Moreover, funding for financial cooperation with 
Russia can also be supported through other instruments such as the 
Nuclear  Safety  Instrument,  the  Democracy  and  Human  Rights  In-
strument and a number of thematic programmes.  Furthermore, if a 
crisis were to occur, the financing might be assured from several in-
struments designed to respond to humanitarian or other crises. There-
fore, the total amount could rise to €100 million depending on the 
level of Russian involvement in regional, cross-border and other kind 
of programmes set up by the European Commission.  
                     
1 EC Commission, Country Strategy Paper 2007-2013, Russian Federation, p.4 The Romanian Economic Journal 
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Considered to be in the Top Ten of the Proven Oil reserves of the 
world in 2007 (see figure below), Russia is not shy in making use of its 
power in this domain. However, in order to further grasp the extent of 
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    t  , regardless of the position held by Russia in the Top Ten of 
the global oil reserves, the proportion of the Russian heavy crude oil 
and bitumen deposits is rather unremarkable, as shown from the pic-
ture below. Even in terms of petroleum oil, the percentage held by 
Russia in the global outlook reaches a mere 4.6% in 2006. However, 
regardless of the proportion of resources, as compared to the Middle 
East, Russia is currently the second largest oil producer in the world, 
with  a  daily  production  of  9,668,000  bbl  per  day  (equivalent  of 
1537000 m3 per day), which fails to reach the maximum of 11 million 
bbl per day on the 80s. The International Energy Agency (IEA), in its 
Medium  term  Oil Market  Report  published  in  2007,  forecasts  that 
Russian oil production shall increase in the period from 2006 to 2011 
by at least 1.1 million barrels per day, taking into consideration the in-
crease of 400,000 bblpd from 2006 to 2007.  
 
        , Russia´s position worldwide as a force to be reckon with in 
the oil market is sustained by its placement as the second largest oil 
exporters in the world, according to the EIA: International Energy An-
nual (2000-2004), International Petroleum Monthly (2005-2006), with a net 
export per day of 6,565,000 bbl. From this amount, the estimates are 
that close to 4 million bbl are crude oil, and the rest of more than 2 
million are oil products. The Romanian Economic Journal 
 
Year X, no. 25 bis                                                                November 2007 
143 
The oil trade balance between Russia and the European Union is thus 
enhanced by the proximity of the two entities, as well as by the lack of 
resources of the European Union. Not comparable with the gas ex-
ports, yet as important, the oil exports from Russia to the EU sum to 
85% of the total Russian exports of crude oil and oil products, esti-
mates being that by 2015 the mass of total exports of crude oil and oil 
products in this stream may reach as high as 200 million tons. The de-
pendence of Europe on the Russian oil has been evermore noticeable, 
especially when the reliance on Russian crude exports has risen from 
9% of total crude imports in 1995 to 29% of total crude imports in 
2006, simultaneous with an increase from 7.5% to 25% of the total oil 
consumption over the same period of time.  
A discussion regarding the outlet of Russian oil into the EU cannot be 
complete without an overview of the European Crude oil market, di-
vided by infrastructure into North European, South European and 
East European Markets. Contrary to the popular opinion, the largest 
and most interesting outlet for the Russian oil is the Northwestern 
European area, even though it is directly connected to the North Sea 
Oil. The explanation is two-pronged. First, the decline in the produc-
tion in the North Sea is a current issue, noticeable in the fall to less 
than 20 dated Brent cargoes a month. Second, the regional crude oil 
benchmark that is the Brent blend from the North Sea, also known as 
a marker crude, is light, sweet, low on sulfur, produced near key oil 
consuming and or refining capacities. The physical value of the Brent 
(recognized as an international benchmark) is used for determining the 
value of all sorts of crude oils worldwide, including the Russian oil. 
Compared  to  this  benchmark,  Russian  oil,  especially  the  exported 
amounts, are heavy and sour in quality, being used mostly as heating 
fluids, due to the high costs of refining and to the strict regulation in 
the EU regarding the content of sulfur in gasolines. An interesting is-
sue in the oil market is that Russian oil supplies most of the spot mar-
ket volume in Europe, whilst trying to increase the proportion from The Romanian Economic Journal 
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sour crude to sweet, and to develop its own benchmark, the relatively 
heavy sour Urals.  
Infrastucture is an important issue to consider when discussing the re-
lation between Russia and the EU in terms of oil. Close to half of the 
exports of crude into the EU have been exported through the Druz-
hba pipeline (linking Russia with Belarus, Ukraine, Germany, Poland, 
Hungary, Slovakia and the Czech Republic), although, due to the in-
crease in the world prices of crude oil, most of the exports are trans-
ported via railroad, in order to circumvent the Transneft controlled 
pipelines, as may be seen in the table below.  
 
                 t               t  t 
 
However, at the beginning of 2007, a dispute between Belarus and 
Russia  has  affected  the  European  imports  through  the  2,500-mile 
Druzhba pipeline, that has been closed temporarily due to accusation 
by Russia that Belarus is siphoning oil destined to German and Polish 
consumers from the pipeline. The problem has been aggravated by the 
Russian attempt to stop Belarus from reexporting oil products made The Romanian Economic Journal 
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from the refining of the cheaper Russian oil, thus it has imposed an 
export duty of 180$ (at the beginning of 2007) a ton on oil sold into 
Belarus. The response has been the imposition of an import duty of 
45$  a  ton  by  the  Belarus  party  on  Russian  oil  shipped  to  Europe 
across their territory.  
Although not tragic at the moment, the problem between the two 
former  USSR  members  has  yet  again  underlined  the  reliance  of 
Europe on Russian oil and on out-of control pipelines, most of them 
passing through countries not under any Neighbourhood policy trea-
ties.  
       , the global oil reserves, mentioned in the beginning of this 
section, are approaching, and in some countries, have already reached 
and passed, their peak. Russian Industry and Energy Minister Victor 
Khristenko was quoted in 2004 claiming that the moment of peak for 
the Russian oil production is around 2010 with a two year span, ac-
cording to the figure below. 
The irreversible decline in daily oil output is an issue in the mind of all 
worldwide, especially with an 100$ a barrel crude in the international 
markets. The crisis may not be as bleak for the Russia as for the rest of 
the world, especially when 38 out of 44 oil producers have already 
reached their peak, and several authors list Russia as the only, apart 
from Venezuela  and China, to  still have not  yet accessed  reserves. 
However, taking into consideration the rate of depletion of the current 
reserves, which is about 3.5% per year, compared to the Saudi Arabia 
which is about 1% per year, and the rate of national consumption of 
the  Russian  oil,  the  picture  seems  to  be  indeed  gloomy.  Post-
communist Russia has a growing market for oil, mostly from the point 
of  the view  of  the  increasing  number  of  cars,  and  the  situation is 
proven by the increase in the exploration and production figures, si-
multaneous with a stagnation in amounts exported.  The Romanian Economic Journal 
 




In conclusion, EU cooperation with Russia may been considered in 
terms of strengthening the existing strategic partnership in order to 
maintain a stable supply of energy, cooperation in the field of justice 
and home affairs, environment and nuclear safety. The EU has re-
cently set out a new European Neighbourhood Policy in order to cre-
ate  a  security,  prosperity,  sustainable  development  and  good 
neighbourhood  area,  respectively  a  «ring  of  friends»  at  its  external 
frontiers, characterized by close and pacifist relations based on coop-
eration”
1.  
However, since Russia has made clear that it should not be considered 
as falling under this policy, the EU has acknowledged this by establish-
ing, in cooperation with the Federation, the four Common Spaces. 
Consequently,  the  significant  objectives  contained  within  the  ENP 
remain highly relevant to the Common Spaces, from preventing the 
emergence of new dividing lines in Europe, progressive consolidation 
of a zone of stability, security and prosperity, all these objectives being 
                     
1 COM(2004)373 final, Brussels, 12 May 2004. The Romanian Economic Journal 
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achievable through a significant degree of economic integration and 
political cooperation.  
Therefore, it is more than obvious that the next strategic agreement 
between Russia and the EU would reflect the new Russia’s specifici-
ties, taking into account both its significant geo-political position but 
also  its  unwillingness  to  accepts  an  automatically  alignment  at  EU 
norms and policies and its interest to be treat as an “equal partner” in 
the relation with the EU  Furthermore, the position of power of Rus-
sia is increasing due to the European dependency on Russian oil and 
gas, hence the need for cooperation at a political and economic level, 
mostly  when  looking  at  the  picture  of  governmental  and  business 
structures involved in the oil markets connecting Russia and the EU. 
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